Does it make sense to analyse crises in terms of global supply and demand? Can they be explained consistently with the necessary equality between supply and demand required by modern macroeconomic analysis? These are the crucial questions we will address in this chapter. Starting from Say's law and Keynes's logical identity between Y and C + I, we will first investigate the problem of whether or not the insurgence of an economic crisis entails their rejection. Indeed, the possibility of reconciling a situation of disequilibrium with the identity of global supply and demand seems very remote if not altogether inexistent. On the other hand, however, quantum macroeconomics provides clear logical evidence that the identity between global supply and demand is at the heart of economics. This can only mean that, eventually, economic crises will have to be explained without denying this identity. This is not what the followers of mainstream economics claim. Both neoclassical economists (whether advocates of the New Classical or of the real business cycle approach) and Keynesian economists (whether members of the New Keynesian or the post-Keynesian school) believe in some kind of general equilibrium framework and ascribe the outbreak of economic crises to factors affecting either the supply side or the demand side of their models. The opposition between the theoretical frameworks of quantum macroeconomics and mainstream economics as to the role of identities and conditions of equilibrium reveals the existence of an unbridgeable gulf between these approaches. Yet, it is a matter of factual evidence that 1) production is at the origin of both a supply (output) and a demand (income) defining the two identical aspects of one and the same economic magnitude; and 2) a crisis is a pathological state of the economy in which supply and demand are no longer at equality.
Our initial problem is therefore still with us. We still need to wonder whether economic crises can be explained by simultaneously
• respecting the identity between global supply and global demand, and • allowing for a numerical difference between them.
This chapter aims at clarifying the terms of this problem and paves the ground for the answer finally revealed in Chapter 7.
Economic crises and the identity between global supply and global demand
The belief that global demand falling short of global supply is an important cause of economic crises has its origins in the analysis of mercantilists. 'The first suggestion that there might be deeper causes to these breakdowns, causes which are inherent in the economic process, are indeed to be found in the "mercantilist" literature, mainly in connection with the ideas that were later on worked up into the various underconsumption theories ' (Schumpeter 1954 ' (Schumpeter /1994 ). Yet, it may reasonably be argued that the first rigorous attempt to show that global demand may not be identical to global supply is to be found in Marx's analysis of surplus-value. Indeed, Marx's investigation of the way surplus-value is formed is closely related to the idea that consumption may leave some of produced output unsold and lead thereby to overproduction. Let us recall that, according to Marx (1867 Marx ( /1976 , exchange-value is determined by labour alone and that, even though exchanges can only take place between equivalents, a surplus-value is nevertheless formed (and explained) by distinguishing between labour and labour-power. Firms pay workers their due and yet manage to obtain a surplus-value since wages are equivalent to what is sold by workers: their labour-power, and not the total labour time firms obtain from its use. Surplus-value is thus linked to the possibility for firms to exploit their workers so that a positive difference is formed between the value of total labour time and that of workers' labour-power. The problem that arises at this stage of Marx's analysis is known as the 'realization problem'. Its statement is simple: the output obtained by firms at zero costs has to be sold. Now, the only income available is that formed through the payment of wages. This means that only that part of produced output whose value is equal to
